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NOTICE OF FILING OF CITY OF 

The City of Maricopa, Arizona hereby provides notice of filing of its Post-Hearing Initial 

Brief. 

Dated this 16'h day of October 2013. 

Respectfully submitted, 

L b * * -  k&-- 

Lawrence V. Robertson, Jr, 
Attorney for City of Maricopa 

and 

Denis Fitzgibbons 
City Attorney for 
City of Maricopa, Arizona 

The original and thirteen (1 3) copies 
of the foregoing will be filed the 1 gth 
day of October 2013 with: 

Docket Control Division 
Arizona Corporation Commission 
1200 West Washington Street 
Phoenix, Arizona 85007 

A copy of the same served by e-mail 
or first class mail that m e  date to: 
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F u ~ s u ~ t  to A ~ i n i s ~ t i v e  Law Judge ~~~t Nodes’ oral d ~ ~ c t i v e  at the ~ n ~ ~ ~ ~ ~ o n  of 

the e v i d e n t i ~  h e ~ n ~  in the a ~ v ~ ~ a ~ t i o n ~ d  and a ~ v e - ~ ~ ~ ~ t ~ d  proceedi~~s ~ ~ * € ~ ~ t  

~roceedin~”) an S e ~ t e m ~ r  12, 2013, the City of ~ ~ ~ c ~ p a ~  ~ i ~ o n a  (“lcity”)  sub^^^ its Post- 

~e~~~ Initial Brief (Tnitial Brier‘) in the Instant P r ~ c e e d ~ n ~ .  

1. 

~ ~ T R ~ D ~ ~ ~ ~ ~ ~  

At the time it filed its A p p ~ i ~ ~ ~ o n  for h a v e  to I ~ t e ~ e n ~  in Instant Prweeding, City had 

two (2) principal c o n c e ~ .  First, it believed the p r ~ ~ ~ e d  increase in r ~ v ~ ~ u e  r ~ q u ~ r e m e n ~  md 

rates for the Santa C w  and Palo Verde s ~ ~ t ~ m s  was excessive, ~ e c o n d ~  City wanted to be in a 

 itio ion to ~ c e ~ ~ n  if Global Parent’s1 proposed ~ t e m ~ n ~  ~ e a t ~ e n t  of fees ~ r ~ v ~ o ~ l y  

collected under I n ~ ~ ~ t ~ c t u r e  coord~natiun and Finance ~ ~ e e ~ e n t s  (‘TCFN’) was in 

accordance with the terms of City’s June 23, 2011 ~ e s o l u t ~ o ~  No. 11-40, in which City 

~ondition~ly supported Global’s use of ICFAs in c ~ ~ ~ c t i o ~  with the Santa C w  and Palo Verde 

systems, 

S u b s e q u ~ ~ ~  to being granted ~ ~ t ~ ~ ~ n t ~ o ~ ~  City ~ ~ n d u c ~ e d  ~ r e - h ~ ~ n ~  discovery and 

reviewed the ~ r e - ~ t t l e ~ ~ n t  p rep~ed  t e ~ € ~ ~ ~ n ~  filed by other parties in the Instant ~ r ~ ~ ~ n ~ .  

As a result of  such d i s c o v ~ ~  md review. City identi5ed two (2) ~ d ~ t ~ ~ ~ a l  concern which 

~ t e ~ t i a l l ~  could impact G ~ s t o ~ e r ~  of  the S~~ Cruz and Palo Verde s ~ s t e m ~ ,  inc~udin~ 

resid~nt~ of the Cityz3 and the City itself, One of these   once^ was the c ~ e ~ t  ~n~~~~ 

condition of Global Parent itself as a result of the C ~ ~ i ~ ~ i o n ’ s  d e t e ~ i n a ~ i ~ n  in its ~ e c i s i o ~  

No. 71878 to treat fees ~ r ~ v ~ o ~ l ~  ~~~~~~~~ by Global under ICFAs as c ~ n ~ b u t i o ~  in-aidsf 

c o n s ~ c t ~ o n  (“CIAC”) for ~ ~ e ~ ~ ~ n ~  p ~ ~ s e s .  It is City.’s ~ d e ~ ~ ~ d ~ n ~  that such ~ t e m ~ n ~  

treatment resulted in adverse effects on Global Parent’s Balance Sheet and Income S~tement, 

including a negative equity of a p p r o ~ i ~ a t e ~ ~  $85 million.3 An a ~ ~ i t i o n ~  concern for City was 

I As used in this Initial Brief, “Global Parent” means Global Water  resource^^ Inc., a Delaware c ~ ~ ~ t ~ o n ,  and not 
Clobal Water Resources, Corp., a ~ ~ ~ d j a n  c o ~ ~ ~ i o n ~  In that regard, see Tr. 61 1, lines 9 - Tr. 613, line 12 
~ W a l k ~ r ~ .  

In that regard, such residents include the membe~ ofthe ~ ~ ~ c ~ p a  Area ~ ~ ~ ~ o ~ e ~  Asssciations (“IIOA”), who 
we also s ~ ~ a t ~ ~  parties to the S e ~ l ~ m e n ~  A ~ e ~ m e n ~ ~  Also, fee Tr. 400, lines 10-1 8 (Rowell). 

Tr. 56, lines 19 - Tr. 58, line 18 ~ F ~ e r n j ~ ~ ~ .  , 
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whether or not ~ ~ o ~ ~ l  Parent’s Santa Cnrz and Pdo Verde utility ~ ~ ~ ~ ~ t e ~  would have in their 

~ o s ~ s s i o n  and control adequate fmds to c o n ~ t ~ c ~  future off-site f ~ ~ l i ~ i e s ~  in order to ~ ~ n t a ~ ~  

~ n ~ o ~ ~  a d e q ~ t e ~  reliable and safe service to their res~c t ive  c ~ t a r n ~ ~  inciuding residents of 

City and City itself 

Ac~ordin~ly~ when ~ e ~ l e m ~ n t  d ~ ~ ~ u s s i o n s  c o ~ e n c e d  in the Instant P r o ~ ~ ~ i n ~  on July 

18, 201 3, City‘s negot~ation ob~ectjv~s i ~ c I u ~ e d  ~ t i s ~ ~ t o ~ ~ y  a ~ d ~ s s i n g  and resoivin 

a f ~ ~ ~ ~ d  four (4) c a n c e ~ ~ ,  

t ~ o u ~ o u t  the settlement d i s c ~ s ~ o n  process, and in the draftin 

which is now before the C o ~ i s s ~ o ~ .  For the reasons d i ~ ~ ~ d  in the follow in^ xction of this 

€nitid Brief, City ~ l ~ e v ~ ~  that the ~ ~ t t I e ~ e n ~  A ~ ~ ~ ~ e n t  ~ t ~ ~ f a ~ t a ~ l y  addresses and resolves 

City’s afore~ent~oned  once^^, which City believes are also shared as to their own r ~ s ~ t ~ v e  

~ i r c u m s ~ c e s  by other ~ i ~ ~ t o ~  Partiesj, 

In that r~~~~~ r ~ ~ r e s e n ~ ~ ~ v e s  of City actively p ~ i c i p a ~ e ~  

11. 

THE ~~~~~~~~~ A~~~~~~~ P ~ ~ V I ~ ~ S  FOR 

“JUST AND ~ A $ O ~ A ~ ~ ~ ~  RATES, AND ALSO 

FOR A P ~ ~ ~ ~ ~ T ~  U T E  I ~ A ~  ~ 1 ~ I ~ A T ~ ~ ~  ~ ~ A S ~ ~ S  

A, &Just and ~ ~ ~ ~ o n ~ ~ 1 ~ ~  Rates 

As ~ n d i ~ a t ~ d  in Table 2 at page 3, lines 18-27 of Global Parent witness ~ ~ ~ ~ e w  ~ o w e l ~ ~ s  

~ ~ ~ ~ e g B t e  increase in revenue r e ~ u ~ r e ~ e n t ~  r e q u ~ ~ t ~ ~  by G l o ~ ~ l  Parent’s utility a ~ ~ ~ a ~ e ~  has 

been reduced t ~ o u ~ h  s e ~ l e ~ e n t  d i s ~ u ~ ~ i ~ n ~  from $ $ ~ 4 ~ ~ , ~ ~ ~  ta $43 1 1,080. This ~ n ~ t i t u t e s  B 

r ~ u c t i ~ n  of $ 4 ~ 1 2 ~ ~ 6 8 ~  or 4 $ . ~ ~ .  With respect to the Smta Cruz system, Table 2 ~ n d i ~ t e s  that 

the original increase in r ~ ~ 9 ~ n u e s  request has been reduced from ~ ~ ~ ~ ~ 0 ~ 3 ~ 7  to $ 1 , 5 5 ~ ~ 0 4 ~  

resulting in a reduction of $ 1 ~ 1 ~ 4 ~ ~ 2 1  or 43.0%. In the case of the Palo Verde system, the 

difference between the original ~ n ~ r ~ ~ e  in r ~ ~ ~ n ~ e  request of $ ~ , ~ ~ 2 , ~ ~ 0  and the ~ 1 ~ 8 8 ~ ~ ~ ~ ~  

Gity recognizes that its concern with respect to con~istency between Global Parent’s proposed ~ t ~ ~ k ~ ~  
treatment of ICFA fees and the ~ondi€ional support of lCFAs set forlh in City’s ~esolu~ion No, 11-40 may on the 
face of it appear to be only a ‘‘City issue.” However, 8$ indicated in that Resolut~on~ City’s support was canditio~al 
upon Global Parent’s use of ICFAs resulting in  pro^^^^'^ rates, and in a manner ~onsjstent with ~ ~ r n ~ ~ s i o n  
rules and decisions. Thus, in City’s view, these ~onditjon~ or criteria are shared with other ~ i ~ a ~ o ~  Parties. 
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pros~ded for in the Se~lement A ~ e e ~ ~ n t  is 5; 1,773,62 1 or a reduction of 48.4%. ~~~~y~ these 

reduc~ons are s ~ ~ ~ ~ c ~ t  and condu~~ve to the ~ o ~ m ~ s s ~ ~ n ~ ~  ~ ~ ~ b 1 ~ s ~ e n t  of “just and 

r e ~ o ~ ~ ~ e ’ ~  rates in the Instant ~ r ~ e ~ d ~ n ~ .  

In ~ ~ ~ e c t i o n  with the f o r ~ ~ o ~ n g ,   cant ~ ~ t o ~ s  in ~ r ~ u c ~ n ~  the ~ o r e ~ d  r ~ u ~ t i ~ ~ ~  

in revenue require~ent increase were the f ~ l l o ~ i n ~ :  (i) use of the C ~ ~ i s s ~ o n  S 

c o n ~ l i d ~ ~ e d  capital s ~ ~ t ~ e  c o ~ p ~ s e d  of 57.8% long term debt and 42.2% common equity, 8s 

pro~ided for at Section 4.1 of the S e ~ ~ ~ ~ e ~ t  A ~ r e ~ e ~ t ~  (ii) use of a return of 95% on ~ o ~ ~ n  

equity instead of Global Parent’s utility a f ~ ~ i a t ~ s ~  o ~ ~ i n ~  request of 1 1.494, as provided for in 

Section 4.2; (iii) 8n e ~ ~ d d ~ d  cost of debt of 6,194, as provided for in Sect~on 4.3; (iv) a fair 

value rate of return of 7,596, as provided for in S ~ t ~ o n  4.4; (v) a ~ o ~ t i o n  of the depreciatio~ and 

~ o ~ ~ ~ t i o n  rates proposed by the C 0 ~ ~ s ~ ~ o n 9 s  Staff; as pruv~ded for in ~ection 5.1; and (vi) 

adoption of the test period expense levels r e c o ~ e n d e d  by the C o ~ m i s s ~ o n ~ ~  Staff as provided 

for in Section 2.5, except as r n o d ~ ~ e d  by Section 5.1. 

From the p ~ ~ ~ ~ c t ~ s e  of City, the ~ ? ~ l l ~ n ~ e s ~  of  ob^ Parent and its utility a ~ ~ ~ ~ t e s  to 

agree to the € ~ r e ~ o ~ n ~ ,  with h e  result in^ ~fore~entioned r ~ ~ u ~ t ~ o n s  in r ~ ~ u ~ ~ t ~ d  revenue 

require me^^ for the Santa Cruz and Palo Verde s y s t e ~ s ~  was an i m ~ ~ t  factor in the A u g ~  

20, 2013 decision to adopt City ~ e ~ o ~ ~ t i ~ ~  No. 13-30 a u t h o r i ~ ~ ~ g  City’s Mayor to e~ecute the 

S e ~ l e ~ e ~ t  A ~ e ~ ~ ~ n t .  In that regard, City concluded that the rates resulting @om such 

 ducti ions in re~enue ~e~u~rements  would be ‘;Sust and r e ~ ~ n a b ~ e ~ ‘  for Santa Cnnz and Palo 

Verde ~ t e p ~ y e ~ ~  and City itself, when coupled with the rate ~ ~ p ~ t  mi~i~ation ~ ~ ~ e s  

discussed in Section II(B) below. 

€8. Rate Imnact  tion on Measures 

As noted in Section ll(A) above, the ~ i ~ I i n ~ e s s  of  City’s Mayor and Council to 

authorize execution of the Sett~ement A ~ e ~ ~ e ~ ~  was also in~uenced by and co~d i~oned  upon 

several provi~ions in the S ~ ~ ~ ~ ~ e n ~  A ~ e e ~ e n t  which s ~ ~ n i ~ ~ ~ t l y  mitigate the impact of the 

agreed upon increase in rates as to Santa C m  and Palo Verde ratepayers, including City. Absent 

discussed below, those ~ r ~ ~ ~ ~ i o ~ ‘ w e ~ e  the ~o l lo~ ing :  (i) no rate increase during 2014; (6) an 8- 
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year phase-in of that portion of the i n c r ~ ~ e  in revenue r ~ ~ u i r e ~ e n t  and rates resulting €rom de- 

i m ~ u ~ t i o n  of CIAC ~ t e m ~ i n ~  t r e a ~ e n t  of fees  rev^^^^^ o ~ t a i n ~  by Global P 

existing ICFAs; (iii) a 3-year phas~-in of that p o ~ ~ o n  of the increase in ~ v ~ n u e  r ~ ~ r e ~ e n ~  and 

rates related to adjusted test year rating e x ~ n ~ s ;  (iv) the waiver of Glabd Parent’s ~ l i a t e  

u t ~ l ~ t ~ ~ s ~  right to recover revenu~s fare~one or lost and to in^ costs incurred under the 

~ o r e s & ~ d  p ~ e ” i n  periods; (v) &ddit~o~ of  1 year to the “stay out’’ pr~v~s ian  for the Santa Cruz 

and Palo Verde syste~s;  and (vi) an 8-year ~ h ~ e - ~ n  and ~ ~ c ~ p p i n ~ ~ ~  of the ~ n ~ ~ e ~ e  in rate for 

effluent and recycled water &-vice. 

I ,  Nu ~ n ~ ~ ~ ~ e  in ~ u t e s  

Duriirg 2014 

Section 1 .S of the S e ~ l e ~ ~ t  A ~ ~ ~ ~ e n ~  p ~ v i d e s  that there will be no ~ c r e ~ e  in rates 

for any o f ~ l o b a ~  Parent’s water or w~tewater affiliate u~ilities during the first year ofthe phase- 

in periods provided for in the S e ~ ~ ~ m e n t  ~ ~ e e ~ ~ n t ~  namely, 2014. In that regard% and as noted 

in Section 2.2.1 the re~3enue ~ q u ~ r ~ ~ e n ~  and rate i n ~ r e ~ e  for aff years ofthe ~ p p l ~ c a ~ l e  phase- 

in for each ofthe affiliate utilities are shown an A ~ ~ ~ ~ ~ t  ‘“A” to the Settlement A ~ ~ ~ ~ ~ t *  

Clearly, this ~ rov j~ ion  m ~ t ~ g a t ~ s  the impact oftfie agreed u p n  rate increase@) for c ~ t o ~ ~ s  on 

each of the a ~ l ~ a t e  ~ t i ~ ~ t i e s ~  s~s t ems~  in~lud~ng ~ ~ t a  Cruz and Palo Verde, and provides them 

with time to plan for the i n ~ ~ ~ a s ~ s  that will begin to take eEect in ~~~ of201 5. 

2. 1P-Yeur P ~ ~ ~ * I ~  of P U ~ ~ U ~  

U ~ ~ ~ ~ ~ i r u e  ~ e q ~ i ~ ~ ~ ~ n ~  and Rate I ~ ~ ~ e ~ ~  

~ ~ ~ ~ l ~ ~ ~ ~ ~ ~ u ~  ~ ~ - I ~ ~ u € ~ ~ i u ~  

u ~ ~ I A C  ~ u ~ ~ r n u k i ~ ~  ~ ~ ~ # ~ ~ n t  ~ ~ ~ ~ ~ i u ~ ~  

’ Cu~le~ted ICFA fees 

As stated in the p r e ~ ~ t o ~  text of Section 1.5, the ~~t t lement  A ~ e ~ ~ e n t  is intended to 

balance the interests of both the Global Parent’s water and ~ ~ t e ~ ~ t e r  a ~ l ~ a t e  utilities and their 

zustomers, In this instance, and with ref~rence to the Smta Cruz and Palo Verde systems, the 

impact of ~ ~ t ~ ~ ~ i n ~  r ~ c o ~ ~ t i ~ n  in the ~ n s ~ t  ~ r ~ c ~ e ~ i n ~  of p ~ v ~ o u s l y  collected ICFA fees 

~ ~ ~ ~ u ~ b l e  to those systems i s  ~ i t ~ g a t ~ d  by p r ~ v i d ~ n ~  that the impact of such ~ t e m ~ i ~ g  

4 
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r e ~ ~ t i o n  will be p ~ ~ d - i n  over period ~ 2 U ~ 4 - ~ ~ ~ 1 ) , ~  

In that regard, such ~ t i ~ a t ~ u n  is most a ~ p r o p ~ ~ t e  ~ m u ~ h  as Santa Cruz and Palo 

Verde are the & Global Parent ~ l i a ~ ~  ~ t i l ~ t y  ~ ~ ~ t e ~ s  with res t to which the CIAC de- 

~ p ~ t a t i o n  and r e s t o ~ t i o ~  of ICFA fees to rate base will have a rate ~ ~ ~ c t  within the c ~ n t ~ x t  af 

the Instant ~ r o ~ e d ~ n  .h Given that  an^ Cnrz and P o Verde ~ ~ t e p ~ y e ~  are ~ t i c ~ p ~ t ~  to pay 

far approxi~ately 79.9% uf the total increase in revenues provided far under the s e ~ l ~ e n t ~  the 

mjti~ation role r ~ ~ e s e n t e d  by this g - y e ~   ha^-^^ was an i ~ ~ ~ t  G~nsid~ration in the 

decision o f ~ i ~ ~ s  ~ a ~ # ~  and ~ ~ ~ c i ~  to authorize e ~ e ~ ~ t ~ ~ n  ofthe ~ ~ ~ l ~ ~ ~ n t  A ~ ~ m e n t .  

3. 3-Year ~ ~ ~ ~ - ~ n  of 

~~~~~~ Test Year 

~~~~~~~~~ ~~~~~~~~ 

As noted in Section II(A) abuve of this Initial Brief, Section 2.5 of the ~ e t ~ l ~ ~ e n t  

A ~ r e e ~ e n t  adopts the test year o ~ r a t ~ n ~  expenses r e c o ~ e n d e d  by the ~ o ~ ~ s ~ ~ ~ n ~ s  Staff* 

and not those proposed by the ~ f ~ ~ i ~ t e  utilities, which were ~ ~ ~ ~ r .  In ~ d d ~ ~ ~ ~ ~ ~  $ ~ c t j ~ n  1.5 

[Fourth Bullet Point) c a ~ t e ~ p ~ a ~ e ~  that that portion of the rate increase for each of  the affliliate 

utilities a ~ ~ ~ u ~ b l e  to adjusted test year 0~~~~~ e ~ ~ e ~ s ~ s  will be ~ h ~ d - i n  over three (3) 

years, with no rate increase in year one, or 20x4, Such phase-in was also in~ended as a 

~ ~ t ~ ~ a ~ i a n  ~ e ~ u ~ ~  and was another ~ m ~ r t a n t  factor in the de~~s ion  o f  City’s Mayor and 

Council to a u t ~ o r i z ~  e x ~ u t ~ o ~  of the Settlement A ~ ~ ~ ~ ~ n t .  

4, A f ~ ~ ~ ~ ~ ~  ~f~~~ ’ ~ ~ i ~ ~ r  of 

~ i g h t  ta ~ ~ ~ a ~ ~ r  ~ e ~ ~ ~ ~ @ ~  ~ a p @ ~ u n ~  

01 Last uttd C ~ I ~ i n ~  Cum 

~ ~ ~ @ r  the F h ~ ~ ~ ~ n ~  

Another i ~ ~ ~ t  feature for City and ratepayers on the Santa Cruz and Palo Verde 

systems is that portion of Section 3.4 of the ~ ~ ~ l ~ m e n t  A~eement  under which Global Parent 

See Section 1.5 (Second Bullet Point), Section 3.4 and Section 6.3.9.3 of the Settlement A ~ e e m e n ~ ~  
See Section 63.2 (inclusive of Sections 6.3.2, I thrau 

ine 19 - Tr. 53, fine i ~ ~ J ~ r n i n ~ ~ .  
Tr, 399, line 23 - Ti-. 400, tine 9 (Rowell). 

6.3.2.3) of the S e ~ l e ~ ~ n t  A ~ e m ~ n l .  Also, see Tr. 58, 
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and its atEliate utilitie~ “waive their right to reco~er the  revenue^ fore one or lost and c ~ i ~ ~  

costs under the p ~ ~ e - i ~ ~ . ~ ’  As of this junctuse no one knows if in fact my such f ~ r ~ ~ o n e  or fast 

reven~es or  in^ costs will ~ ~ ~ ~ e n ~ e d .  ~ o ~ ~ v e ~ ,  given that (i) r a t e~a~er s  on the  an^ 

Cntz  and Palo Verde  st^^^ ~ p r e ~ ~ n t  appro~i~ately ~~~ of the afiifiate utilities’ total 

c u ~ ~ c ~ o n   count^ and (ii) the ~ e ~ l ~ m e n t  A ~ r e e ~ e ~ t  c o n t ~ ~ p l ~ ~ s  a p ~ r o x ~ ~ ~ t e l y  ~~.~~ of the 

r e ~ o ~ e n d ~ d  i n c r ~ ~ ~  in revenue ~ ~ ~ ~ ~ ~ e ~ e n t s  will be prov~d~d ~ o u ~  rates paid by Santa 

Cruz and Palo Verde ra te~ayers~  this waiver by Giobat Parent and its a-ffiliate utilit~e~ ~ ~ r e ~ n ~ s  

a M e r  material con~iderat~on in the decision of City to e ~ ~ u ~ e  the ~ e ~ e ~ ~ n t  ~ ~ ~ ~ e n t *  

5.  add^?^^^ o ~ l - Y ~ ~ r  io 

“Siuy Out” ~~~~~~~n for Sunta Cmz 

And Palo Verde AfliY&te ~ t ~ l i t ~ ~ s  

Another ~ t e r ~ a f  co~s ide~t ion  in the w ~ l l i n ~ ~ ~ ~ s  of City’s Mayor and Council to 

authorize e ~ e ~ u t ~ o n  of the S ~ t t l ~ r n e n ~  A ~ e e ~ e ~ t  was the willin ess of the other Si 

e to a 1 -year ~ ~ ~ e n ~ ~ ~ n  of the “stay out‘’ ~ r o v i ~ i ~ ~  provided for in Seetion 2.1 for 

the Santa Cntz and Pafo Verde systems. As so ~ ~ t e n d e d ~  the Santa Cruz and Pdo Verde sy~tems 

GI1 not file a rate a ~ ~ i i c a t i o ~  before May 3 1 20 17, and the test yew far their next rate c ~ e ~ s ~  

may not end before ~ e c ~ r n ~ r  3 1,2016,** ~ o u p 1 ~ ~  with the &year phase-in of that portion of 

the rate increase for the Santa Cruz and Pa10 V ~ r d ~  s ~ ~ t ~ ~ ~  related to the d ~ - ~ ~ ~ u ~ a ~ o n  of 

CIAC, and the affiliate utilities’ wavier of any fight to recover ~ o r e ~ o n ~  or lost ~ e v e ~ u e s  and 

c ~ i n ~  costs ~ n c ~ e d  under the p ~ ~ e - ~ ~ ,  this 1 -year e ~ t e n ~ ~ o ~  of the “stay out’* provisi~n for 

the Santa Cntz and Palo Verde systems also was an i ~ p o ~ a n t  means of rate impact ~ i t i ~ a t ~ o n  

For City and its r ~ s ~ ~ e ~ ~ s  who are served by those ~~sterns. 

* Tr. 59, line 2 - Tr, 60, line 5 ~ ~ I e r n j n ~ ) ~  

lo Both Section 1.5 (Sixth Bullet Point) and Section 2.1 reflect this I-year e ~ ~ e ~ s ~ o n  for these two (2) affiliate 
Jtilities. ~0~~ ~ n ~ d v e ~ e n c ~ ~  Section 5.3.33 did not reflect such e ~ t ~ ~ i o n  as of the date the ~ e ~ l ~ ~ e n ~  
A ~ e r n ~ n ~  wm filed. However, in the August 31% 2013 prepwed tes~imon~ of City witness Paul Jepwn he 
~ o ~ ~ ~ ~ t ~ d  upon this ~ n ~ ~ v e ~ ~ n ~  drafting  over^^^^, and stated that the reference to 2015 in Section 6 . 3 3 3  should 
be changed to 2017. In that regard, Mr. Jepson’s o b ~ r v ~ ~ i o n  and s u ~ ~ s ~ ~ o n  was confirmed by Global Parent’s 
witness Paul Walker (Tr. 460, line 20 - Tr, 461, fine 7) and ~ ~ r n ~ j s ~ ~ o n  Staffs w j ~ e s ~  Steve Olea (Tr. 689, lines 
19-22) during the e ~ i d ~ n t i ~  hearing. 

Tr, 399, line 23 - Tr. 400, line 9 lRowelll, 
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6, &Year ~ ~ ~ ~ - ~ n  and 

~ i ~ ~ ~ ~ i ~ ~ ~  ~ ~ ~ n ~ r ~ ~ e  in Rate fur 

~~~u~~~ and  le^ Wutm Service 

Palo Verde o ~ ~ i ~ l y  ~ r o ~ a ~ e d  an ~ n c r e ~ e  in the rate for e ~ u e n t  and recycled water 

sentices from the current rate of $0.57 1 ~ 0 ~ 0  gallons to $2.00 per 1,000 ~ a l ~ ~ ~ .  ~ ~ ~ ’ s  

rnernbers we substantial users  at service, and would have been adversely affected by such a 

s i ~ i ~ c a n t  increase in the rate for such service, ~ o u ~  the s e ~ l e ~ e n t  d ~ ~ ~ s ~ o ~ ~ ,  the 

proposed rate was reduced and “capped at $1,6380 per 1 ~ ~ 0 ~  ~~$~~~~ and will be ~ ~ e ~ - ~ n  

over 8 yearst BS p ~ o v i d e ~  for in Section 3.3 ofthe ~ e ~ l e ~ e ~ €  A ~ e ~ m e n t ,  As ~ ~ ~ v ~ o u s l y  noted, 

HOA’s members are also res~~ents  af City, so this rate impact ~ i t ~ g a t ~ o n  rn 

~ u b ~ ~ t i ~  interest to City as well as it e v a l ~ t ~ ~  and ~ ~ r ~ ~ ~ ~ r  decided to sign the ~ e ~ l e m e n t  

Agr~men€. I 1 

7. ~ U r n r n u ~ u ~ R a ~ ~ I ~ ~ u ~ ~  

 ut^^^ ~~~~r~~ 

Each of the rate impact m i ~ ~ ~ ~ ~ i ~ n  ~ e ~ ~ e ~  discussed above was an ~~~~t asld 

material ~ n ~ i ~ e ~ t i o n  in the A u ~ s t  21,2013 d ~ ~ ~ s ~ ~ n  of City’s ~ ~ y o r  and Council ta authorize 

e ~ ~ ~ u t ~ ~ n  of the ~ e ~ l e ~ e ~ €  A ~ e e ~ e n t ’  As City witness Paul fepson t ~ ~ t ~ ~  

e ~ i d e n t ~ ~  hearing on ~ ~ ~ t ~ ~ ~ r  5,  2013, City’s Mayor md City Council did not assign a 

particular priority of ~ ~ ~ c e  to each of these r n ~ ~ i ~ a ~ i o ~  ~ e ~ ~ e ~  because ail were i ~ ~ ~ t  

to City, as was the s ~ g ~ ~ c ~ t  reduc~ion in revenue r e~u i re rne~ t~  d i ~ ~ s e d  in ~ection H(A) 

above, 12 

111. 

THE ~~~~E~~~ A~~~~~~~ IS 

I ~ T ~ ~ ~ E ~  TQ  AD^^^^ AND ~ ~ Q V ~ ~ ~  

A ~ ~ A ~ W ~  OF ~ T A ~ I ~ I T Y  TO GLOBAL 

* As ~re~iously noted, those re~idents indude members of the WOA, which also signed the §~~lement  A ~ ~ e ~ e n t .  
’2 Tr. 167, line 10 - Tr. 168, line 7. mer benefits for City and its residents, in addition to those  discus^^^ in 
Sections II(A) and (B) above ofthis Initial Brief, are itemized at pages 2 and 3 of City’s Au~ust 20,2013 Resolution 
13-30. A copy of that ~ e ~ l u ~ i ~ n  is a ~ ~ c h ~ d  as A ~ ~ ~ d i x  “A” to the A u ~ u ~ t  2 1,2013 prepared Direct T e s ~ ~ ~ o n ~  of 
Paul Jepson with Respect to Settlement A ~ ~ e r n e n t ~  ~ E ~ h i ~ i t  City-21, and w Appendix “A” to this Initial Brief. 
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As previou~ly noted in Section I above, it is City’s u n ~ e r ~ ~ d ~ g  that the C o ~ i s s i o n * s  

~ e c ~ ~ i o n  No, 71878 ~ a t ~ e n t  of fees ~ r e ~ j o ~ l y  ~ ~ ~ n e d  by Global ~ ~ e n t  under JCFAs 8s 

ZIAC subsequent1y re~ulted in adverse ~ ~ a n c ~ a l  ~ ~ ~ a c ~  on Global Parent, i ~ e l u d i ~ ~  a n ~ ~ a t ~ ~ ~  

~ ~ u ~ t y  of a p ~ r o x i ~ a t e ~ y  $85 dlfion. 13 Several pro~~sions of the ~ ~ t t ~ e ~ e n t  A ~ r e ~ ~ e ~ t  are 

~ e s i ~ ~ e d  to address that s i t ~ t i o n ~  both ~ i t ~ n  the ~ o n t e ~ t  of the ~~~~ ~ r o c ~ ~ i n ~  and 

~ r o s ~ c t i ~ e l y  in future rate cases. 

First, Section 6.3.2 provides that $ 1 7 , ~ ~ ~ ~ ~ ~ 4  of XCFA fees treated as CLQC under 

Decision No. 71 878 a ~ ~ n s t  the active rate base of the Santa Cfuz and Palo Verde sy~tems will 

3e reversed and restored to rate base upon the eEective date of the eom~~ss ion’s  d e c ~ s ~ o ~  in the 

[nsbnt ~ r o ~ e e d ~ n ~ .  Net af ~ o ~ ~ t i o n ,  this total ~ o u n t  Is $ 1 6 * ~ ~ ~ ~ ~ ~ 4 .  In add~ t~on~  Section 

5 , 3 2 3  ~ c ~ ~ ~ ~ e d g e ~  that this d e - ~ ~ ~ ~ ~ t ~ o n  of the f ~ ~ ~ r  CtAC t ~ a t ~ e n t  of those ~~~~s 

will be a ~ c o ~ d ~  rate ma kin^ r ~ c o ~ n ~ t ~ o n  in the rates to be approved in the Instant P r ~ e d ~ ~  for 

~ ~ c ~ n ~ ~  Section 6.3.3 provides that $ ~ 2 ~ ~ 9 1 ~ ~ ~ 8  a ~ b u t e ~  to the Southwe~t Plant Held 

For Future Use of Santa Cruz and Pa10 Verde Will no longer be reflected as ClAC upon the 

:ff‘ective date of the G o ~ ~ ~ s s ~ o n ~ s  deci~ion in the ~ s ~ t  P r o c e ~ d ~ ~ ~ .  ~ o ~ ~ ~ e r ~  as ~ r ~ v i d e d  for 

n Section 6.3.3.1, such reversal and d e - ~ ~ ~ u ~ t i ~ n  of GIAC in this ~ o u n t  wit1 have na impact 

,n rates in the Instant P r o ~ e ~ d j n ~ ~  since this plant is not pr~sently used and useful, Rather, as 

mvided for in ~ ~ t i o n s  6.3.3.2 and 6.33.3, this plant will not tse pf into rate base until the 

~ ~ ~ ~ i s ~ i a n  has found it to be used and usefuf in 8 future rate case; and, upon such 8 

i e te~ina t ion~ the vdue of such plant will be p h ~ e d - ~ n  to rate base at an amount not to exceed 

12.5% per year, ~~~n~ no ~ o o ~ e r  t h  the end of Smta C w ’ s  and Pdo Verde’s next rate 

:ase following e~piration of the “stay out” provision ~ ~ ~ l i c a b ~ e  to those two (2) ~ l i a t e  utility 

~ y s t e ~ s .  But. from the p e r c e ~ t ~ ~ ~ e  of Global Parent, the ~ e - i ~ p u ~ t i o ~  of CIAC ~ e a ~ ~ t  of this 

Tr. 56, line 19 - Tr. 58, line 18 ~ ~ l e m ~ n ~ ~ .  
As p r ~ v i o ~ l ~  noted in Section f J { A ~ ~ ~  above, Santa Cruz and Palo Verde are the only Global Parent affiliate 

itility systems on which d e - i ~ p u ~ t i ~ n  of CIAC would have an i ~ ~ e ~ ~ r e  fate impact within the context of the 
nstent Proceeding. In that regard. see Tr, 58, line 19 - Tr. 59, line I ~ F l e ~ i n ~ ~ *  
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~ d d i t i o n ~  $32,391 $3 1 8 at this point in time p ~ s ~ a b l ~  would bave a further ~ n e ~ c ~ ~  effect on 

its ~ ~ e n t  ~~~~~ ~ondition. 

Third.d, ~ection 6.3.4 ~ r o v ~ ~ e s  that ~ 7 ~ U 8 ~ ~ ~ ~  of ICFA fees ~ r e v ~ o ~ ~ ~  i ~ p u ~ ~  &s CIAC 

against the active rate base of the ~ a t e r  Utility of ~ e ~ t e r  k on^^^  no^^ ~ ~ ~ u ~ t  to 

Decision No. 71878 will be reversed and ~ e s t o r ~ d  to ~ o n o p ~ ’ s  active rate base upon the 

e ~ e c t ~ ~ e  date of a ~ o m ~ i ~ s i o n  d ~ ~ ~ s ~ o n  in the ~~~~ ~ r ~ ~ ~ ~ n ~  a p ~ r ~ v ~ n ~  the ~ ~ ~ l e ~ ~ n t  

ion, this ~~~t is ~ ~ ~ ~ ~ 4 ~ 4 ~ 9 .  ~ o w ~ ~ e r ,  pursuant to Section 

6.3.4.2, there is no r a ~ ~ i n ~  r e c a ~ ~ ~ ~ o n  of this reversal of CIAC t ~ a t ~ e n t  until T o n o p ~ ’ ~  

next rate case, and then only if rate of  et^ ~ t e ~ ~ n ~  would result in a lower rate ~ n ~ ~ e ~ e  

than use of an opera t~n~ margin; and, p ~ u ~ ~  to Section 6A4.4, s u b ~ u e n t  fate base 

reco~ition for rate of return r a t e ~ ~ ~ n ~  p ~ o s e s  would be p h ~ - i n  at no more than l 2.5% pet 

annum. But, as noted in the ~ ~ c ~ d ~ n ~  ~ ~ a ~ a ~ h ~  p r e s ~ b ~ ~  this reversal or ~ e - i ~ p u ~ t ~ o n  of 

p r e v i o ~  CIAC t r e a ~ e n t  would also have a ~ ~ e ~ ~ ~ a l  eEect upan Global   en^'^ p r e ~ n t  

~~~i~~ c ~ ~ d j t ~ o n .  

Fourth, Section 6.33 provides that ~ ~ ~ 1 4 0 ~ 4 ~ ~  of 1CFA fimds p r ~ v i ~ u ~ l y  allocated to 

~ a s s ~ ~ ~ p ~  ~ t i l ~ ~ i e s  ~ o m p ~ y ~  Inc. ~ ~ a s s ~ y ~ p a ~ ~ ~  and ~ c c ~ ~ t e d  for as “CIAC reserve’’ by 

Decision No. 71878 will be reversed upon the effective date of the C o ~ m ~ ~ s ~ o n ~ ~  decision in the 

Instant Proceeding. In that regard, as provided for in ~ ~ t ~ o n  6.3.52, there will be no  em^^^ 
~ e ~ o ~ n ~ t i o ~  of such reversal in the instant P r o c e ~ d ~ n ~  because  yampa pa ~ ~ e n t l y  has no 

customers or rate base. ~ o ~ e v e r ,  such r ~ v e r ~ ~ l  af ClAC ~ e & ~ e n t  i s  further htended to 

~ ~ e ~ ~ i ~ l ~  aRe3ct Global ~ ~ ~ t ’ ~  ~ ~ ~ n t  ~ n ~ c ~ a ~  ~ondition. 

Fifth, Section 6.3.6 provides that the ~ g ~ ~ ~ ~ ~ ~ ~ 0  in ICFA b& received by Global 

Parent from ~ e c e ~ ~ r  3 1 2 ~ 0 ~  t ~ o u ~  ~ e c e ~ ~ r  3 1 + 2012 will not be ~ ~ p u ~ d  or treated as 

CIAC, thus ~ l ~ ~ n ~  Global Parent to avoid from the outset the n e ~ a t i ~ e  financial effect of 

Decision No. 7 1878’s CIAC j m p u ~ t ~ o ~  as to those funds. 

Finally, and as provided for in Section 6.4. I Global Parent may retain for use p ~ s ~ ~  to 

the provisions o f  the ~ppl~c&ble I ~ ~ A ~ s ~  any future p a ~ ~ n t ~  under e ~ i s t ~ ~ ~  1CFAs which are in 

excess ofthe associated affiliate u t ~ l ~ ~ ~ ~ e s ~  ~ o o k - ~ p  ~ e e ~ ~ ~  ~~~~~ to be ~ ~ ~ l ~ s ~ e ~  ~ u ~ ~ t  

9 



to Section 6.4.1 and ~ e c t ~ o n ~  7.1 ~~u~ 7.3. 

In s u ~ ~ ~  each of the p ~ o ~ ~ s ~ o n ~  d ~ s ~ u ~ ~ d  above in ~ e c t ~ o n  H I  of this Initial Brief is 

As ~rev~ously noted, Section 64.1 p~ovide~ that a portion of each future fee payment 

made under ~ ~ i ~ t i n ~  ICFAs is to be a ~ ~ ~ ~ ~ d  towards ~ ~ t ~ s ~ ~ t j o n  of the WUF which is to be 

~ s ~ b l ~ ~ h e d  for the aEliate ut i l i~( ies~  that will be ~ ~ o v i d i n ~  service to and within the geo 

area@ which is ~~e~ the subject of the ICFA in quest~on, The ~ o ~ n t  of the I.fiJFs to be 

the purpose ofthe same is to provide the a ~ l i a t e  utility in ~ u e ~ i o n  with ~ s s e s s ~ o ~  and ~ o n ~ r o ~  

>f funds tu ~ o ~ s ~ c ~  fitture oR-site f ~ ~ ~ ~ i t j ~ ~ ~  in order to enable it to provide o n ~ u i n ~  ~ d e ~ ~ t e ~  

'efiable and safe service in the future. in that regard, ~ e ~ ~ ~ o ~  7.2 provides that tariffs 

n ~ o ~ r a t ~ ~  the HUFs listed in ~ e ~ ~ i ~ ~  7.1 will become e ~ ~ ~ t i v ~  upon the date of a 

~ o ~ i s s i o n  decision in the Instant ~ ~ ~ e e d i n ~ .  in addition, ~ e c ~ ~ n  7.3 provides that WF 

) ~ y ~ e n t s  received by such utility are to placed into a s e p ~ ~ t e ~ y  s e ~ ~ ~ a t ~  a ~ c o ~ t ~  and, such 

used by such sfiliate utility only for the ~~~~ s p ~ c i ~ e d  in its ~ o ~ ~ ~ ~ ~ ~ o n -  

kpproved HUF tariff. e 

5 See, for example, Tr. 56, line 19 - Tr. 58, line 18 ~ ~ I ~ r n i n g ~ ;  and. Tr. 479, line 19 - Tr. 980, line 5 (Wal~er~. In 
hat regard, the a ~ v ~ ~ i s c u s s e d  ~rovis~ons of Article VI of &e ~ ~ ~ l e ~ e n t  A ~ e ~ r n e ~ ~  and Section 6.2.1 '9 provision 
hat Global Parent (and my and all aftitiates ofCIoba6 Parent) wiii not enter into any new ICFAs or iCFA rype 
~ ~ ~ e r n e n t ~ ~  also ~ t i s ~ ~ f l l ~  addresses and ~ s ~ l v e s  City's aforem~ti~ned  on^^ in Section I above as to 
vhether Global Patent had used lCFA fees in B r n ~ n ~ r  c o n ~ j ~ ~ n ~  with City's R e ~ ~ u t ~ o n  No. 1 1-40, 
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Sections 6.4.2.1 and 6.4,4 ~ n t e ~ ~ € a t e  the ~ s s i ~ i I i ~  of 

made to Global, which ~nclude the ~ p p € ~ c a ~ l ~  HUFs and ~ d ~ t ~ o n ~  s for Global Parent, with 

Global t h ~ ~ e r  r e ~ i ~ ~ n ~  the liUF  on to the ~ ~ ~ t e d  ~~1~~~ u ~ i l i t y ~ i ~ s ~ .  However, ~~~~ 

h e   evident^^ h e ~ n ~ s  in the ~ n s ~ t  ~ r o ~ ~ d ~ ~ ~ ,   lo^^ ~ ~ e ~ t  i ~ d i c ~ t ~ d  that it wuuld not 

object to a ~ o d i ~ c a t i o n  of ICFAs c ~ n ~ ~ i n ~  Global ~ ~ e n t ~ s  belief that the ~ e ~ ~ e ~ e n t  

A ~ ~ r n e n t  itself also provides that WUF ~ a ~ ~ ~ n t s  may be d e  directly to the affiliate 

u t i ~ ~ ~ ( ~ e s )  in qu~~t io~ . f6  

V‘ 

p ~ - ~ ~ l ~ ~ e n t  discussion c o n c e ~ s  i d ~ ~ t ~ ~ e d  by City in Section X above. In addition, 85 to City 

and as ~ r ~ ~ ~ o u s l ~  noted, the ~ ~ ~ l e ~ e n t  A ~ e ~ ~ e ~ t  provides ~ d d i t ~ ~ n a l  benefits as itemized in 

City Resolution No, 13-30? which a ~ t h o ~ z e d  City’s e ~ e c ~ t i ~ n  of the ~ ~ ~ l e ~ ~ n t  A 

Further, City believes that ~ ~ ~ ~ ~ s s ~ ~ ~  ~ ~ p r ~ v ~  of the ~ e ~ ~ e ~ e n t  A ~ ~ e ~ ~ t  would be 

~ o ~ i s t ~ n t  With and in the averall public interest, and therefore r e ~ u e ~ s  that the ~ o ~ i s s i o n  

issue a decision a ~ ~ ~ o v i n ~  the m e  m thou^ material change.17 

Dated this 16* day of ~ c t u ~ r  20 1 3 .  

and 

Denis F i ~ ~ i b ~ ~  
City A # o ~ e y  fur 
City of Marieopa, ~ ~ o n a  

5 Tr. 467, line 10 - Tr. 4 8 ,  line 16 { W a ~ ~ ~ r ~ ~  and, Tr. 696, lines 1-9 (Olea). 
In that regard, alsa see Tr, 689, line 3 - Tr. 692, line 22 (Olea). 
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The o ~ ~ i n a l  and thirteen (1 3) copies 
of the f o r e ~ o i n ~  will be filed the 18* 
day of October 20 13 with: 

Timothy Saba 
Michael Patten 

400 E, Van Buren, Suite ~~~ 

Phoenix, Arizona 8500~  
A ~ o ~ e y ~  far Valencia Water ~ompany~ inc., ~ l o b a ~  
Water - Falo Verde ~ t ~ l ~ t ~ e ~  C o ~ ~ ~ y ~  Water ~ t i ~ ~ t y  of 
Noithem ~ ~ o ~ ~ e ~  Water Utility of Greater ~ o n o ~ ~ ~  Inc.; 
V ~ e n G i ~  Water ~~~~y - Greater ~ u G ~ ~ Y ~  pa lo ion^ Global 
Water - Santa Cntz Water C o m ~ ~ ~  and Witlow Valley 
Water Co., Inc.; Global Water ~ e ~ u r c e ~ ~  lnc.; w~~~~~~ ~ t ~ I i t ~ e ~  ~ o ~ ~ a ~ ~  
Picacha ~ Q V ~  Water Company; and Picacho Cove Utilities ~ o ~ p ~ ~  

Gany B. ways 
The Law OEfices of C 
1702 East ~~~1~~ Ave,, Suite 204 
Phoenix, Arizona 85016 
A ~ o ~ e y s  fur New World Properties, LLC 

Jeffrey W. ~ r ~ k e t t  
  stein Wyatt Farber Schreck, LLP 
One East ~ ~ ~ n ~ o n  Street, Suite 2400 
Phoenix, Arizona 3 5 ~ 0 ~  
A ~ o ~ e ~ s  for New World F r o ~ r t i e ~ ~  LLC 

Daniel W. P ~ z e f ~ ~ ~ ~  Chief Counsel 
M i ~ ~ e l I e  Wood, ~~~~1 
R e ~ ~ d e n t i ~  Utility C o n s ~ e r  Office 
1 1 10 West ~ ~ ~ ~ n ~ o n  Street, Suite 200 
F h o ~ n ~ x ~  A ~ z o n ~  $5007 
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Robert J. Met1i 
Munger Chadwick, PLC 
2398 E. C ~ e ~ b a c ~  Road, Suite 240 
P h ~ ~ x ~  Arizona 8 ~ ~ 1 ~  
Attorn~y~ for Sierra Negta Ranch 

Barry w, Becker 
Bryan O’Reilly 
50 S. Jones BIvd., Ste 101 
Las Vegas, Nevada 89 107 

Steven P, Tsxdiff 
44840 W, Paitilla Lane 
~~~o~~ Arizana 85 139 

Willow Valley Club ~ s ~ ~ i a ~ ~ o n  
C/o Gary ~ ~ D o ~ a l d ,  C h ~ ~ ~ ~  
1240 Avdon Avenue 
Navasu City, Arizona ~~~4 

William Sullivan 
Curtis, Goodwin Sullivan Udal1 &  ab^ PLC 
501 E. Thomas Road 
Phoenix, ~~~a 8 ~ 0 1 2 - ~ 2 ~ ~  
Attorneys for Willow Valley Club Assn. 

Janice Alward, Chief Counsel 
Legal Division 
Arizona C o ~ ~ t i Q ~  C a ~ ~ i s ~ ~ o ~  
1200 West W ~ h i n ~ o n  Street 
Phoenix, Arizona ~ ~ 0 0 ~  
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